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FINANCIAL HIGHLIGHTS

Actual Pro forma % Change
consolidated combined
2001 2000
RMB'000 RMB'000
OPERATING RESULTS
Turnover 725,546 154,225 370%
Gross profit 545,671 11,642 389%
Net profit 440,821 67,314 555%
Gross margin 75.2% 724%
Net margin 60.8% 43.6%
Earnings per share RMB 0.3} RMB 0.06
FINANCIAL POSITION
Total assets 1,243,526 186,545 567%
Cash and bank balances 577,169 13,940 4040%
Shareholders’ funds 1,007,727 93216 981%
FINANCIAL RATIOS
Gearing ratio NIL NIL
Current ratio 29 [.0
Accounts receivable turnover (days) I3 I
OPERATING DATA
Year end area of production base (mu) 62,429 15893 293%
Weighted-avg area of production 50,328 9479 431%
base during the year {mu)
Annual output per mu (tonnes) 6.23 522 19%

Note:  For comparison purpose, all the analysis above is based on —
a) the actual results of the Group for the year ended 30th June 2001 and the pro forma results of the Group for the year ended 30th

June 2000 on page 64

b) the actual bafance sheet of the Group as at 30th June 200! and the pro forma balance sheet of the Group as at 30th

June 2000 on page 65
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L eMENT

[ am pleased to present the first annual results of Chaoda Modern Agriculture (Holdings) Limited (the

"Company’") since the Company's listing on the Main Board of The Stock Exchange of Hong Kong Limited
on |5th December 2000.

COMPANY PROFILE

The Group is principally engaged in the cultivation and sale of agricultural produce of high quality vegetables
and fruits. It is also involved in the livestock business, primarily the breeding and sale of Boer goats, as well

as in the ancillary food product retail business.

Currently, the Group produces more than 100 species of agricultural produce. Produce is marketed under
the "CHAODA" brand in high consumption markets in China and overseas, such as Japan, South Korea and
Hong Kong. The Group's cultivation processes comply with our national organic and green food production
standards, assuring our high quality standards and enhancing its competitiveness in the international agricultural
market. The Group is also a member of the International Federation of Organic Agriculture Movements

(IFOAM) reinforcing our strong presence and quality recognition in the international organic agricultural industry.

In the 21st century, the demand for organic food is overwhelming around the world. The United States,
Japan, Europe and even China, each of these countries is very concerned about the impact of agricultural

produce on the ecological environment and the health of their nationals. This is particularly true in China

(@)
SN

which, with the world's largest population of |.3 billion, is placing much emphasis on healthy food to ensure

"“Dining Safety".

As an institutionalized private organic green agricultural enterprise in China, the Group aims to provide

high quality and healthy vegetables and fruits to the end-consumers and to health conscious pecple all

1007 7 000T 1-40doy [enuuy

over the world with the philosophy,'To take Green Road, To create Ecological Civilisation".

FINANCIAL PERFCRMANCE

(Note: For comparison purpose, all the analysis below is based on the actual results of the Group for the year ended 30th June 2001
and the pro-forma resufts of the Group for the year ended 30th June 2000 on page 64.)

June 2001 was approximately RMB725,546,000 and RMB440,82 1,000 respectively, representing

a tremendous increase of 370% and 555% respectively, as compared with last year's.

N
N

The Group's turnover and net profit attributable to shareholders for the year ended 30th Q
=

—

Overall gross margin grew to 75.2%, representing an increase of 2.8 percentage
points as compared with last year's 72.4%. Net margin increased to 60.8% as

compared with last year's 43.6%.
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As at 30th June 2001, the aggregate areas of production bases in provinceé of China operated b;/'fhe Group
amounted to 62,429 mu (4,162 hectares), representing an increase of 292.8% as compared with 15,893

u (1,060 hectares) as at 30th June 2000, During this year, the number of production bases increased
from 5 to 25, All production bases are located in provinces with high economic growth, extending from
the Group's first establishment in Fujian Province, to the coastal provinces from the south to the north,
namely, Hainan, Guangdong, Jiangsu, Shandong and Liacning, as well as the inland province as in Shaanxi
Province. This extensive spread of production bases not only reduces any possible adverse effects caused
by natural disasters to any particular region, it also enables the Group to provide "anti-seasonal” vegetables

and fruits, thus increasing the gross margin of these produce.

In January 2001, the Group set up a 483 mu (32 hectares) pastureland for the breeding of Boer goats in
Shandong Province. Successful research and development also resulted in embryo transfer technology for
the institutional reproduction of Boer geats. This technique dramatically reduced breeding costs and shortened
the breeding cycle. At the same time, the Group increased the number of its goats from 302 as at 30th
June 2000 to 978 as at 30th June 2001,

MARKET EXPANSION

While expanding production bases, the Group's marketing strategy also focuses on penetrating into those
high consumption cities surrounding these bases. As its "CHAODA" brand is well recognized as a producer
of quality organic green vegetables and fruits, demand always exceeds supply for the Group'’s different

agricultural produce.

The Board of Directors believes despite that the Group is at the leading position of the domestic organic
green agricultural industry, with the huge agricultural produce market in China, we estimate that the Group’s
market share amounts to just 0.02% of the national market. Additionally, as China’s agricultural industry is
mainly fragmented with numerous smali-scale individual farming entities, their operational efficiencies are
hard to compete effectively with the Group's integrated and institutionalized large-scale “CHAODA" operating
model. The Group therefore believes that there is ample room for the Group to develop in China's vegetables

and fruits market.

RESEARCH AND DEVELOPMENT ACHIEVEMENTS

During the year under review, we continued our alliances with China’s well-known agricultural universities
and agri-technology institutes over a number of research and development projects to enhance agri-
technology, introduce quality species from overseas and develop new species to international standards.
Some of these projects, such as the development of aloe vera, non-polluted quality rice and embryo transfer
technology for Boer goat reproduction, were completed and applied commercially for mass production.

The Board of Directors expects those projects in the pipeline could bring in new sources of profit, thus

enhancing overall profitability.




CHAIRMAN’S STATEMENT (continueq)

PROSPECTS

The Group institutionally operates the agricultural business through the unique "CHAQDA" operating model
providing integrated operations ranging from cultivation, research and development, logistic services to
sales to end-consumers. These activities, apart from fulfilling the Chinese government's policy for the
agricultural industry, also enables the Group to leverage many years' accumulated organic green cultivation
techniques and experience to aggressively increase the number of quality production bases, progressively
expand market share in the enormous domestic market and continue to enhance profitability through
economies of scale. The lease of 20,000 mu farmland in Nanjing after the balance sheet date is a notable
example. In addition, the Group also set up additional production bases in Zhejiang Province. At the same
time. the well-known "CHAODA" brand has brought the Group many potential business partners.When
business opportunities with high return arise, the Board of Directors will, after due consideration, select
the projects for acquisition to enhance the Group's profitability. The recent acquisition of 49% equity interest
in a citrus farm in Guangxi Province was the kick-off for future acquisition of such excellent projects. Based
on the production bases added this year and as mentioned above, the Group has established itself as the
flagship of the agricultural industry in China by setting up a production and sales network in high consumption

province along the eastern coast of China.

China’s imminent entry into the World Trade Organization in November this year will bring in vast business
opportunities for the Group. As China and other countries in the world will mutually open up their markets,
the labourintensive operating model in China's vegetable and fruit agricuitural industry, differing from the
capital-intensive operating model in primary agricultural produce such as wheat, sweet corn, soya beans,
etc, will enjoy the cost advantages in the international agricultural produce market. In addition, the
“"CHAODA" brand of organic green vegetables and fruits provide higher quality than ordinary vegetables
and fruits. These factors will allow the Group to break the "Green Barrier” apart from the "Tariff Protection
Policy" adopted or set out by those developed countries and enable the Group to expand into overseas

markets rapidly with the brightest future,

APPRECIATION

On behalf of the Board of Directors, | would like to express our heartfelt gratitude to all our investors for
their help and support since the Company's listing in December 2000. We are doing our best to ensure
that "CHAODA" operating model excels in the market. As we undertake to continue to promote the

"CHAODA brand both in China and overseas, to maximize the returns for our shareholders.

Kwok Ho

Chairman

Hong Kong, 15th October 2001
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Livestock

(Institutional)

2.2%
Retail
3.5%

Institutional

5.5%

Export
36.8%

Wholesale i

52% ——

BACKGRCUND

Leveraging its vast non-polluted production bases in China,

application of high-end organic cultivation technology, together SALES &Y wr i NELS
with the Group’s modern and institutionalized management

method to sell its quality vegetables and fruits in domestic
and overseas markets. The Group's aim is to sell more products to the end-consumers in order to achieve

profit maximization and to promote the "CHAODA” brand as a quality agricultural producer.
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FINANCIAL PERFORMANCE

(Note: For comparison purpose, all the analysis below is based on the actual results of the Group for the year ended 30th june 2001and
the pro-forma results of the Group for the year ended 30th June 2000 on page 64.)

The Group's turnover and net profit attributable to shareholders for the year

A;ngry ended 30th June 2001 was approximately RMB725,546,000 and RMB440,82 1,000

Rice g Livestock respectively, representing a tremendous increase of 370% and 555% respectively,
as compared with the result of last year. Overall gross margin grew to 75.2%,
representing an increase of 2.8 percentage points as compared with last year's

72.4%. Net margin increased to 60.8% as compared with last year's 43.6%.

The actua! net profit attributable to shareholders during the year is 19.1% higher
than the forecasted profit of RMB 370,000,000 as set out in the Company's
prospectus dated 5th December 2000. The Board of Directors believes that the
better performance is due to faster expansion of production bases than expected

and higher production efficiency achieved.

Sales of agricultural produce accounted for 97% of the total turnover, while sates
of livestock accounted for 2%, for sales of ancillary food product accounted for

the remaining 1%.

S Vegetable
SALES BY PRC, JJCTS J 83%
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MANAGEMENT DISCUSSION
AND ANALYSIS (continves)

United States

O
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Europe

China “Japan
South Korea

Hong Kong

SALES NETWORK

With years of co-operation with different levels of customers and meeting the vast diversity in customer
requirements, the Group produces a variety of produce with different specification. This has enabled the
Group to establish long-term relationships with these business partners. In addition, the Group is aggressively
involved in collecting and analyzing market transaction information, accompanied by a comprehensive logistics
system, to satisfy the various needs of customers. Generally, the Group's customer bases can be categorised

into the following four sales networks:
Wholesale markets (China)

China has a vast population that mainly spreads out in the major cities, Each family's daily fresh vegetable
and fruit supply comes from one or more of the city’s first tier wholesale markets. Supplies for the city
outskirts and the more distant regions come from the relatively small-scale second tier wholesale markets.
All wholesale transactions are settled by cash daily which contributes to approximately 52.0% of the total

turnover of the Group.
Institutional sales (China)

The Group's another sales channel directly distributes vegetables, fruits and rice to large institutional customers
based on their orders on a daily basis. These institutional customers include schools, hospitals, government
organizations, hotels and supermarket chains. As these organizations have over tens of thousand people,
the Group supplies large amounts of agricultural produce to their canteens daily. Institutional customers
enter into contracts with a fixed payment date of around 15 to 30 days for a term of |5 years. These
institutional customers provide a stable, diverse and high demand for the Group'’s products, stabilizing its

source of income. Institutional sales represent 5.5% of the total turnover of the Group.

A note-worthy point is that many overseas supermarket chain stores, such as Walmart, Metro, Carrefour are
expanding their strategic sales points in many of China’s major cities, leading their general public to gradually
adopt these chain supermarket consumption patterns in these locations. With the quality of its vegetables and
fruits, the Group is often the supplier of these supermarket chain stores. Meeting the improving living standards

in China, distribution 1o these large supermarket chain stores will bring to the Group new market arena.
Retail sales (China)

The Group has also established dedicated retail sales outlets to sell its own agricultural produce under the
"CHAQDA” brand name. On one hand, this enhances recognition and acceptance of the "CHAODA” brand

name to the public. On the other hand, it brings in higher profit as gross margin in the retail market are higher

than the aforementioned two sales channels. Retall sales represent 3.5% of the total turnover of the Group.




MANAGEMENT DISCUSSION
AN ANALYSHS (Continued)

Export markets (Overseas)

The Group conducted its export sales by means of indirect sales through the PRC trading companies and
direct sales to overseas customers. Japan, South Korea and Hong Kong are the Group's major export region
markets. The Group is also actively exploring overseas markets in South East Asia, the United States and
Europe. Export markets enjoy the highest gross margin amongst the different sales channels and contribute

36.8% of the total turnover of the Group.

Despite the increase in turnover from its export markets, the Group is planning to set up representative
= office in Japan to better understand the pricing system and the requirements of organic food produce of
§ the local consumers in order to cultivate agricultural produce they like. In addition, paving way for direct
- exports to this market can avoid getting through international trade intermediaries, which will help to

enhance the Group's profit margin.

The livestock business contributed to the rest of 2.2% of the total turnover of the Group during the yean

TURNOVYER

The total turnover of the Group increased to RMB725,546,000 from last year's RMB 154,225,000, representing

an increase of 370%.

pauwIr] (SRUIP[O}y) auNYN3LISy Wi2poly epory’

The increase in the turnover resulted mainly from the increase of production vields and the growing number

|
i
|
|

of production bases which have significantly enlarged total land areas cultivated. The production output

—

increased to 313,417 tonnes from 49,489 tonnes in last year Additionally, the expansion beyond Fujian,
both in the location of production bases and the sales network, to high consumption cities earlier this year,
created widespread room for market expansion. Besides, supporting the Group’s activities is its highly efficient
information and logistic system which helps to obtain first-hand market information such as variations in
prices and consumer preferences, etc. The Group can then utilise the logistics system to deliver agricultural
produce to areas with strong demand particularly from production bases with substantial outputs. As
consumers from these high demand areas are willing to pay more for these "anti-seasonal” vegetables, the
Group is therefore able to enjoy a higher gross margin of 75.2% as compared to the 72.4% recorded last

year, representing an increase of 2.8 percentage points.

In addition to the success of its research and development results in embryo transfer technology, the Group
commenced its commercial breeding of Boer goats, originally imported from South Africa, in Shandong Province.

For the year ended 30th June 2001, the Group sold 903 goats and kept 978 goats at the year end.

Domestic sales and export sales represent 63.2% and 36.8% of the total turnover respectively. The export
sales contribution was lower than last year's 41.7%, however, it is |.8 percentage points higher than the 35%
reported in the interim results, demonstrating that the newly expanded production bases are gradually
supporting an expansion in overseas markets. Agricuttural produce was delivered directly to export markets

from a number of production bases.

The Group has never experienced any material difficulties with its accounts receivable or incurred substantial

bad debt since most sales transactions are settled in cash.
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COST OF SALES

Similar to other agricultural enterprises, the Group's six principal cultivation cost items include organic
fertilizers, biclogical pesticides, seeds, wages, rental of production bases as well as other miscellaneous costs.
Among these, all organic fertilizers of the Group were supplied by an agricultural raw material company
controlled by the Group'’s chairman, Mr. Kwok Ho. A long-term supply contract was established on Ist
December 2000, under which purchase price will be determined at prevailing market price from time to

time. This has stabilized supply for this core raw material.

The Group's strong research and development in advanced agricultural techniques results in improved production

processes with more controllable production costs and higher yields, thus achieving higher gross margin.

SELLING AND DISTRIBUTION EXPENSES

00T / 0007 Hodey [eruuy

Selling and distribution expenses mainly include packaging, transportation, remuneration of sales staff and
advertising. The percentage of selling and distribution expenses to the total turnover increased to 8.5%
from 7.1% of last year The increase was resulted from the promotion of the "CHAODA" brand which led

to more advertising expenses.

GENERAL AND ADMINISTRATION EXPENSES

General and administration expenses mainly include remuneration of administration staff, rent of dedicated
retail sales outlets and offices and research expenses. The percentage of general and administration expenses
to the total turnover increased to 6.4% from 5.4% of last year The increase was a result of new research
and development projects. According to a prudent view of the Board of Directors, we have expensed part
of the research and development expenditure of the early stage as research expenses according to the

Group’s accounting policy.

USE OF LISTING PROCEEDS

On 15th December 2000, the Company was listed on the Main Board of The Hong Kong Stock Exchange
with an initial public offer of 400,000,000 new shares, amounting to 25% of the enlarged issued share capital.

The net listing proceeds, after deduction of related issuance expenses, amounted to approximately
RMB581,488,000 (i.e. HK$547,850,000). As at 30th June 2001, the Group had applied part of the listing

proceeds as follows:




MANAGEMENT DISCUSSION
AND ANAH—YSHS (Continued)

| Approximately RMB145,000,000 {equivalent to HK$136,947,000) for the establishment of new production bases;

2. Approximately RMBI1 18,000,000 (equivalent to HK$ | 11,447,000) for the establishment of greenhouse facilities,
irrigation systems and the setting up of processing factories;

3. Approximately RMB8,000,000 (equivalent to HK$7,556,000) for the funding of marketing and promotional
activities in connection with the China domestic and export sales;

4. Approximately RMB33,000,000 (equivalent to HK$31,167,000) for the funding of research and development
expenditure on new produce species and agri-technology; and

5. Approximately RMB4,000,000 (equivalent to HK$3,778,000) for the funding of the expansion of the Boer
goats breeding business.

The net proceeds which have not yet been utilized will be used for the intended applications as set out in

the Company's prospectus dated 5th December 2000.

STAFF AND REMUNERATION POLICIES

As at 30th June, 2001, the Group employed 5,178 staff member, of which 4,371 worked on farmland. The
Directors have long recognised that talents are vital for the Group's rapid expansion, and that they are the
main driving forces behind the improvement of modern organic green cultivation technology. Employees
salaries are therefore determined at a competitive level, while employees with outstanding performance
will be rewarded with discretionary bonus. Other staff benefits include Hong Kong Mandatory Provident

Fund, insurance, education subsidies, training programmes and share option scheme.

POl (SBUIP|OH) suNyNdLBY ISPl BpOLyY)

The share option scheme adopted by the Company on 23rd November 2000 provided that the Board of
Directors may grant to any full-time staff (including Executive Director) of the Company and its subsidiaries

options to subscribe for the shares of the Company pursuant to the provisions of the scheme. However,

(&)

no options were granted for the year ended 30th June 2001.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 30th June 2001, the Group had bank and cash balances amounting to RMB577,169,000 (equivalent
to HK$545,116,000) and a short term bank loan of RMB50,000,000 provided by a bank in the PRC, which
is secured by a bank deposit of HK$50,000,000 (equivalent to RMB53,070,000) placed with the same bank
for working capital purposes. Apart from the above-mentioned bank loans, the Group has no banking facilities
as at 30th June 2001.The interest rate of the bank loan is fixed at 5.5575% per annum.

As at 30th June 2001, the Group’s gearing ratio was zero. This is based on the division of long term debt by

total assets. Additionally, the Group's liquidity ratio is 2.9, reflecting the presence of sufficient financial resources.

The Group's sales are mainly transacted in Renminbi and the books are also recorded in Renminbi. As the
Company raised net proceeds equivalent to RMB581,488,000 (i.e. HK$547,850,000) upon its listing during
the year, the Group still has large amounts of Hong Kong dollar bank deposits. Since the exchange rate
fluctuation between the Hong Kong dollar and Renminbi is very small, the foreign exchange risk is very

fow and no hedging have been made.

As at 30th June 2001, the Group had outstanding contracted capital commitments amounting to approximately
RMB425,859,000 in respect of purchase of fixed assets and research and development expenditure. In
addition, as at 30th June 2001, the Group did not have any material contingent liabilities.

The Board of Directors is comfortable that existing financial resources will be sufficient for future expansion
plans. If other opportunities arise which require additional funding, the Board of Directors believes that

the Group is in an excellent position to obtain financing on favourable terms.
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Executive Directors

-, aged 46, is the Chairman of the Board, the Managing Director and one of the Co-founders of the Group.
Mr. Kwok Ho is primarity responsible for the Group's overall strategic planning, management and business development,
product strategy and sales and marketing. He has over 20 years of experience in commercial trading in the PRC,
particularly in the area of strategic planning, business development and sales and promotion.

:, aged 40, is an Executive Director and the General Manager of Chaoda Vegetable. Mr. Ip is primarily
responsible for the overall management, planning, business development and sales and marketing of the Group's agricultural
produce business, with particular focus on Hong Kong and other overseas markets. Mr. Ip joined the Group in January
1997 and has over 15 years of experience in trading and marketing in the food products industry.

, aged 45, is an Executive Director. Madam Chiu is the spouse of Mr. Kwok Ho and one of the
Co-founders of the Group. She is primarily responsible for the overall financial planning and management and accounting

of the Group. Madam Chiu has over 20 years of experience in the fields of trading and accounting.

“- -, aged 36, is an Executive Director. Dr. Lee is primarily responsible for the Group's R&D activities, the
management and establishment of production bases. Dr. Lee received his doctorate degree in Plant Nutrition and
Horticulture at Fujian Agricuftural University and was appointed professor of the Faculty of Horticulture at the university.
Dr: Lee has extensive experience in agricuftural farming, particularly in the areas of planting and cultivation methods, as
well as pest and disease management. Dr. Lee joined the Group in January 1997,

Independent Non-executive Directors

', aged 43, is an independent Non-executive Directar: He is a qualified accountant and has substantial
experience in merchant banking He also acts as an independent non-executive director of several listed companies in
Hong Kong.
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Vice President Chairman Executive Di
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rector ice President

] S 1250, aged 43, is an independent Non-executive Director. Professor Lin received his doctorate

. degree in Agriculture from Fujian Agricultural University and had been on sabbatical for a total of two years with Saga
University, japan from 1996 to 1998. Professor Lin was appointed as professor at Huanan Agricultural University and

has extensive experience in the agricuftural industry in the PRC.

Senior Management

o § o moen aged 32, s 2 Vice President and is primarily responsible for the Group's general administrative and

personnel matters. Mr. Chan graduated from Fujian Minjiang University in 1990 with a diploma in industrial management.

Mr. Chan joined the Group in January 1997 and has over 6 years of experience in corporate administration and human

resgurces management,

1 aged 36, is a Vice President and is primarily responsible for the planning and development of the
Group's production base as well as marketing promotion. Mr. Ma graduated from Fujian Teacher's University. Mr. Ma has

10 years of experience in corporate management and project investments. Mr. Ma joined the Group in January 1999.

“meewo [ frWhe, aged 44, is a Vice President and a Livestock Specialist. He s primarily responsible for the

ranagement and business development of the Group's livestock business. Professor Chui graduated from Shanxi Agricuttural
University with a master degree in zoology and has over 20 years of experience in animal husbandry and farm management.
Prior to joining the Group in January 1997, Professor Chui had been engaged in the provision of advisory services for a

number of PRC agricultural enterprises.

,aged 46, is a Vice President and is primarily responsible for the Group's sales and international market
development as well as sales network’s strategic development, Mr. Xu holds a master degree from Japan Asia Cultural
Comprehensive Institute and a diploma from fapan Tokyo Foreign Language College. Prior to joining the Group in January

1999, Mr. Xu was the head of the Asian Affairs Department and the Personnel Department of Mitsui Bussan Group,

and his responsibilities included international trade and business development.
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Professor YEUNG Yin Wali, aged 65, is the Livestock Analyst and is primarily responsible for the overall management
and R&D of the Boer goat breeding business. Professor Yeung graduated from Fujian Agricultural University and has
over 40 years of experience in research and development of livestock farming. Prior to joining the Group in January
1997, Professor Yeung was the Dean of the Animal andVeterinary Faculty of Fujian Agricultural University and the Director
of the Animal and Veterinary Institute of the PRC.The embryo transfer technology for cows and sheeps developed by
Professor Yeung received the Awards for Scientific Technology Advancement of Fujian province.

Mr. SZE Non Po, aged 63, is the Senior Analyst for agricultural farming techniques and is primarily responsible for the
planning, infrastructure development and management of the Group's production bases. Mr. Sze graduated from Fujian
Agricuttural University and has over 40 years of experience in agricultural farming. Mr. Sze's research on agricultural
farming had received a number of awards at both national and provincial levels, Mr. Sze received the Outstanding Specialist
Award in 1997 and also the Star of Invention and Creation Award from the China Division of TIPS of the United Nations
in 1995 Mr Sze joined the Group in January 1999.

Mr.WONG Tak Chuen, aged 36, is the Chief Financial Officer of the Group and is primarily responsible for the financial
projection, financial control and accounting of the Group. Mr.Wong graduated from Accountancy Faculty of the Hong
Kong Polytechnic University (formerly known as Hong Kong Polytechnic) and is currently a fellow member of each of
The Association of Chartered Certified Accountants in England and the Hong Kong Society of Accountants. Prior to
joining the Group in January 2001, Mr.Wong had worked in an international accounting firm, several companies listed
on the Main Board of The Hong Kong Stock Exchange Limited and a company listed on the NASDAQ in the United
States. MrWong has extensive experience in respect of merger and acquisition, corporate restructuring, corporate
development and financial management.

Mr. LI Chi Fai, aged 34, is the Financial Controller and Company Secretary of the Group and is primarily responsible
for the Group's finance management, financial data analysis and financial reporting. Mr. Li is currently an associate member
of the Hong Kong Society of Accountants and a member of the Australia Society of Certified Practicing Accountants.
Prior to joining the Group in November 2000, Mr. Li had worked in several international accounting firms. He has over
6 years experience in financial auditing. Mr. Li had held a senior position in financial and accounting department of a
Hong Kong listed company.

Ms.WONG Hip Ying, aged 53, is the Finance Manager of the Group and is primarily responsible for the Group's finance
rmanagement and accounting functions. Ms. Wong graduated from Xiamen Economic College and has over |0 years of
experience in the accounting field in the PRC. Ms. Wong joined the Group in January 1997.

Dr. LEE Qin Hong, aged 45, is the Chief Supervisor of the Group's technology research and development department
and is primarily responsible for the R&D projects. Dr. Lee obtained his doctorate degree from Nanjing Agricultural
University in 1998 and has extensive experience in soil and plant nutrition. Prior to joining the Group at the end of
2000, Dr. Lee worked in the agricultural academy of Jiangsu province.

Mr.YAU Kin Yuen , aged 39, is the Manager of the Group’s strategic planning department and is primarily responsible
for the strategic planning, external corporate communication, marketing and sales promation of the Group. MrYau holds
a master degree awarded by the Faculty of Horticulture at Zhejiang Agricutture University. Prior to joining the Group
in July 1999, Mr Yau was the head of the strategic planning department and assistant General Manager of Fuzhou 851
Pharmaceutical Company in the PRC.

Mr. FONG Jao, aged 30, is the Manager of trading department and assistant manager of production base management
department of the Group and is primarily responsible for cultivation technology in the production base, market operation
and information management of the Group. Mr. Fong graduated from Faculty of Horticulture in Nanjing Agricultural
University in July 1992 and with a bachelor degree in agriculture. Mr. Fong joined the Group in 1996 and he has 8 years
extensive experience in agricultural industry.

Dr.WONG Young Bin, aged 31, is the Manager of the production base management department of the Group and is
primarily responsible for the construction, growing plan and cultivation management in the production base of the Group.
Mr.Wong graduated from Faculty of Horticulture in Nanjing Agricultural University in July 1992 with a bachelor degree
in agriculture. Mr.Wong joined the Group in 2001. He has 8 years extensive experience in agricultural industry and he
has professional technology knowledge in the agricultural industry.

Mr. LEE Tse Sang, aged 36, the Manager of the sales and trading department and is primarily responsible for the management
of the sales operation and market development of the Group. Mr. Lee graduated from Fujian Teacher University and
also holds a master degree awarded by the Faculty of Business Administration of Xiamen University . Prior to joining
the Group in January 1998, Mr. Lee had worked with the investment division of the People's Bank of China and Fuzhou
Nanhaian Bioengineering Company in the PRC.
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DIRECTORS® REPCORT

The directors submit their report together with the audited financial statements of the Company and its

subsidiaries (‘the Group™) for the year ended 30th June 2001,

PRINCIPAL ACTIVITIES AND
SEGEMENTAL ANALYSIS OF
CPERATIONS

The principal activity of the company is investment holding The activities of the subsidiaries are set out in

note 14 1o the financial statements.

An analysis of the Group’s turnover and contribution to operating profit for the year by principal activities is

set out in note 4 to the financial statements.

RESULTS AND APPROPRIATIONS

The results for the year are set out in the consolidated profit and loss account on page 28.

The directors have recommended the payment of a final dividend of HK$0.073 (equivalent to RMB0.07738)
per ordinary share, totalling HK$1 16,800,000 (equivalent to RMB123,808,000). No interim dividend was
declared for the six months ended 31st December 2000.

RESEZRVES

1002/0007 14045y [Enuuy

Movement in the reserves of the Group and the Company during the year are set out in note 26 to the

financial statements.

FIXED ASSE™T

Details of the movements in the fixed assets of the Group are set out in note |3 to the financial statements.

SHARE CAPITAL

Details of the movements in the share capital of the Company are set out in note 25 to the financial

statements.
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DISTRIBUTARBLE RESERVES

Reserves of the Company at 30th June 2001 available for distribution amounted to RMB614,473,000 (2000:
Nil}.

PRE-EMPTIVE RIGHTS

No pre-emptive rights exist under the laws in the Cayman Islands, being the jurisdiction in which the Company

is incorporated.

PURCHASE, SALE OR REDEMPTION
OF SHARES

The Company has not redeemed any of its shares during the year. Neither the Company nor any of its

subsidiaries has purchased or sold any of the Company’s shares during the year.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the current year and the last three

financial years are set out on page 62.

DIRECTORS

The Directors of the Company during the year and up to the date of this report were:

Mr. Kwok Ho (Appointed on 24th August 2000)
Mr. Ip Chi Ming (Appointed on 24th August 2000)
Madam Chiu Na Lal (Appointed on 24th August 2000)
Mr. Lee Yan (Appointed on | 7th November 2000)
Mr.Wong Kong Chi#* (Appointed on | 7th November 2000)
Professor Lin Shun Quan* (Appointed on ! 7th November 2000)

*  Independent non-executive Directors

In accordance with Article | |6 of the Company's Articles of Association, Mr Kwok Ho and Mr Ip Chi Ming
will retire by rotation at the forthcoming Annual General Meeting and, being eligible, offer themselves for re-

election.

Mr.Wong Kong Chi and Professor Lin Shun Quan are independent non-executive Directors and were

appointed for a two year term expiring on 30th November 2002.
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DIRECTORS SERV

Cz CONTRALCTS

Each of the executive Directors of the Company has entered into a service contract with the Company. The

respective terms of the service contracts of the executive Directors of the Company are as follows:-

Mr. Kwok Ho 9 years
Mr Ip Chi Ming 5 years
Madam Chiu Na Lai 3 years
Mr. Lee Yan 3 years

In all cases, the service contracts commenced on Ist December 2000, and will continue thereafter unless

and until terminated by either party giving to the other not less than three months' notice in writing,

Save as disclosed above, none of the Directors of the Company has a service contract with the Company
which is not determinable within one year without payment of compensation other than statutory

compensation.

SICCRAF-ICAL DETAILS OF
s o e -
DIRZCTCRIAND SENCR

As at 30th June 2001, the interests of the Directors and Chief Executive of the Company in the equity and
debt securities of the Company or any of its associated corporations as recorded in the register kept by the
Company pursuant to Section 29 of the Securities (Disclosure of Interests) Ordinance (the "SDI Ordinance”)
or as otherwise notified to the Company and The Stock Exchange of Hong Kong Limited {the“Stock Exchange™)

pursuant to the Model Code for Securities Transactions by Directors of Listed Companies were as follows:

Number of Shares

Personal Family Corporate
Name of Company ~ Name of Director  interests interests interests  Total Shares
The Company Mr. Kwok Ho — — 894000000 894,000,000
(note 1)
The Company Mr: Ip Chi Ming — —  204.000,000 204,000,000

(note 2)
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DIRECTORS AND CHIEF EXECUTIVES
INTERZSTS IN EQUITY OR
DEBT SECURITIES (Continued)

Notes:

Held through Kailey Investment Lid. in which Mr. Kwok Ho has 900 shares and his spouse, Madam Chiu Na Lai has 100 shares

representing 90% and 1 0% respectively of the total issued share capital of Kailey Investment Ltd.

2. Held through Young West Investments Ltd. which is wholly-owned by Mr ip Chi Ming.

DIRECTORS INTERESTS
IN CONTRACTS

Apart from the agreements disclosed under the heading “Connected Transactions' below, there were no
other contracts of significance in relation to the Group's business, to which the Company or any of its
subsidiaries was a party, subsisted at the end of the year or at any time during the year, and in which a
Director had, whether directly or indirectly, a material interests, nor there were any other contracts of
significance in refation to the Company’s business between the Company or any of the Company’s subsidiaries

and a controlling shareholder or any of its subsidiaries.

CIRZCTCR’S RIGHTS TO ACQUIRE
SHARES OR DEBT SECURITIES

On 23rd November 2000 the Company had conditionally adopted a Share Option Scheme pursuant to
which full time employees including executive directors of the Company and its subsidiaries, may be granted
options to subscribe for shares of the Company. During the year, no option was granted under the Share

Option Scheme.

Save as disclosed above, as at 30th June 2001, none of the Directors or Chief Executive of the Company or
their respective associates had any interest or right to subscribe for any securities of the Company or any of

its associated corporations as defined in the SDI Ordinance.

Save as disclosed above, at no time during the year was the Company or any of its subsidiaries, its halding
company, or any of its fellow subsidiaries a party to any arrangement to enable the Directors (including their

respective spouses or children under |8 years of age) or Chief Executive of the Company to acquire benefits

by means of acquisition of shares in or debentures of, the Company or any other body corporate.
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ECTORS' INTEREST IN

IR
COMPETING BUSINESS

None of the Directors is interested in any business which competes or is likely to compete, either directly or

indirectly, with the Company's business.

CONNECTED TRANSACTIONS

Significant related party transactions which also constitute connected transactions under the Rules Governing

the Listing of Securities on the Stock Exchange (the “Listing Rules”), entered into by the Group during the

year are disclosed in note 30 to the financial statements. The independent non-executive Directors of the

Company had reviewed the above connected transactions set out in note 30 for which the Stock Exchange

has granted a waiver from the relevant requirements of the Listing Rules and confirmed that:

(@)
()

©

(d)

Notes:

the transactions have been entered into by the Group in the ordinary and usual course of its business;

the transactions have been entered into on normal commercial terms or on the terms no less favourable

than terms available to or from independent third parties;

the transactions have been entered into on terms fair and reasonable so far as shareholders of the

Company are concerned; and

the purchase of organic fertilizers, plant growth regulators and seeds by the Group from Fujian Chaoda
Agricuttural Produce Trading Company Limited' and Beijing Chaoda Yingjun Bio-tech Company Limited?,
which constitute connected transactions and in respect of the waiver granted by the Stock Exchange,
the aggregate value of the purchases of organic fertilizers, plant growth regulators and seeds from the
connected parties do not exceed 55%, 3% and 5% respectively of the total purchase and 12%,0.5%
and 1% respectively of the total turnover of the Group, being limits subject to which the Stock Exchange
has granted the waiver from strict compliance with the provisions governing connected transactions

under the Listing Rules.

Mr. Kwok holds a 65% equity interest in Fujian Chaoda Group Limited, a limited company incorporated in the PRC, which holds a

60% equity interest in Fujian Chaoda Agricultural Produce Trading Company Limited.

Beijing Chacda Yingjun Bio-Tech Company Limited is a PRC limited lability company in which Mr. Kwok Ho holds a 80% equity

interest.




DIRECTORS’ REPORT (continuea)

SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN SHARES

As at 30th June 2001, so far as is known to the Directors, the following persons (other than the Directors or
Chief Executives of the Company whose interests are disclosed above) were recorded in the register kept
by the Company under Section {6(1) of the SDI Ordinance as being directly or indirectly interested in 10%

or more of the nominal value of the issued share capital of the Company:

- % of
] issued share Q
‘ &
O Name of Shareholder Number of Shares capital g
Kailey Investrment Ltd. (Note 1) 894,000,000 55.875% §>
Young West Investments Ltd. (Note 2) 204,000,000 12.75% ,C%
I
Notes: i

[. Kailey Investment Ltd. is a company incorporated in the British Virgin Islands with limited liabifity which

is legally and beneficially owned as to 90% by Mr Kwok Ho and as to 10% by Madam Chiu Na Lai. Mr.

I
(&)

Kwok Ho is entitled to exercise 90% of the voting powers at general meetings of Kailey Investment Ltd.

= 2. Young West Investments Ltd. is a company incorporated in the British Virgin Islands with limited liability

which is legally and beneficially owned as to 100% by Mr Ip Chi Ming,

RETIREMENT SCHEME ARRANGEMENT,

Particulars of the Group’s retirement scheme are set out in note | | to the financial statements.
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MAJOR SUPPLIERS AND CUSTOMERS

The percentages of purchases and sales for the year attributable to the Group's major suppliers and customers

are as follows:

Purchases

— the largest supplier 44%
— five largest suppliers combined 60%
Sales

— the largest customer 9%
— five largest customers combined 29%

Mr. Kwok Ho holds a 65% equity interest in Fujian Chacda Group Limited, a limited company incorporated

in the PRC, which holds a 60% equity interest in the Group's largest supplier.

()

None of the Directors of the Company or their respective associates or any shareholder, who to the knowledge
of the Directors, owns more than 5% of the Company’s share capital had an interest in any of the major

customers noted above,

AUDIT COMMITTE

1007/0007 1oday (enuuy
I

The Audit Committee comprises Mr.Wong Kong Chi and Professor Lin Shun Quan, the two independent
non-executive Directors of the Company, has reviewed with the management the accounting principles and
practices adopted by the Group and discussed auditing, internal control and financial reporting matters

including the review of the audited annual financial statemenits.

1

CCDE OF 3E8T PRACTICE

None of the Directors is aware of any information that would reasonably indicate that the Company is not,

or was not, for any part of the accounting period for the year ended 30th June 2001, in compliance with the

Code of Best Practice as set out in Appendix 14 to the Listing Rules.

SUBSEQUENT EVENTS

Details of the significant events subsequent to the balance sheet date of 30th June 2001 are set out in

note 31 to the financial statements.




DIRECTORS’ REPORT (continved)

AUDITORS

The financial statements for the year were audited by PricewaterhouseCoopers and Charles Chan, Ip & Fung
CPA Ltd., the joint auditors of the Company, who will retire, and being eligible, will offer themselves for re-

appointment.

On behalf of the Board

Kwok Ho

Chairman

Hong Kong, |5th October 2001
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PRICEWATERHOUSE(QOPERS

B RS 6 E A CCIF

PricewaterhouseCoopers Charles Chan, Ip & Fung CPA Ltd.
37th Floor Hennessy Centre
500 Hennessy Road

Central Causeway Bay

Certified Public Accountants
22nd Floor, Prince’s Building

Hong Kong Hong Kong

AUDITORS’ REPORT TO THE SHAREHOLDERS OF CHAODA MODERN AGRICULTURE (HOLDINGS)
LIMITED

(incorporated under the laws of the Cayman Islands with limited liability)

We have audited the financial statements on pages 28 to é| which have been prepared in accordance with

accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF
DIRECTORS AND AUDITORS

The Company's directors are responsible for the preparation of the financial statements which give a true
and fair view. In preparing financial statements which give a true and fair view, it is fundamental that appropriate

accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those financial statements and

to report our opinion to you.

BASIS OF CPINION

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong
Society of Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the circumstances of the Company and the Group, consistently applied and

adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance as to whether the
financial statements are free from material misstatement. In forming our opinion, we also evaluated the

overall adequacy of the presentation of information in the financial statements. We believe that our audit

provides a reasonable basis for our opinion.




AUDITORS” REPORT (contineq

OPINION

In our opinion, the financial statements give a true and fair view of the state of affairs of the Company and the
Group as at 30th June 2001 and of the profit and cash flows of the Group for the year then ended and have

been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies

Ordinance.
PricewaterhouseCoopers Charles Chan, Ip & Fung CPA Ltd.
Certified Public Accountants Certified Public Accountants

Chan Wai Dune, Charles
Practising Certificate Number PO07 12

Hong Kong, | 5th October 2001
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CONSOLIOATED PROFITAND LOSS ACCOUNT
FORTHEYEAR ENDED 30TH JUNE 2001
Period from
© 26th November
| 1999
‘ to 30th june
| 2001 2000
(See Note 2)
Note RMB'000 RMB'000
Turnover 4 725,546 55,080
Cost of sales (179,875) (14,013)
Gross profit 545,671 41,067
Other revenue 4 10,997 86
Selling and distribution expenses (61,325) {3.943)
General and administrative expenses (46,326) (2.825)
Other operating expenses (4,985) (53)
Sl
Ae}
Operating profit 5 444,032 34,332
> Finance cost ) (1,588) — h
§ Profit before taxation 442,444 34332
g Taxation 7 (1,623) —
B Profit attributable to shareholders 8 440,821 34,332
Dividends % \ (123,808) (20,000)
Profit for the year/period retained 317013 14,332
Earnings per share - basic 10 RMBO.3 RMBC.03




CONSQOLIDATEZD BALANCE SHEET

Fixed assets
Construction-in-progress
Deferred development costs
Long-term prepaid rentals

Other long-term receivables and deposits

Current assets
Inventories, at cost
Accounts receivable
Other receivables, deposits and prepayments
Loan to a third party

Cash and bank balances

Current liabilities
Amounts due to related companies
Other payables and accrued charges
Dividend payable
Short term bank loan - secured

Taxation

Net current assets/(liabilities)

Total assets less current liabilities
Financed by:
Share capital

Reserves

Shareholders' funds

Long-term advances from shareholders

Kwok Ho

Director

23

24

25

26

27

AS AT 30TH JUNE 2001

2001 | 2000
RMB'000 RMB'000

135,192 6,169
128,160 —

49,443 22,200
239,436 42,094

2,150 22,150
0

28,325 490/ 2

<

25,150 3468 g

58,501 23377 z

— 30,000 g
577,169 12,700 Ei
689,145 74,446 <

2352 13245 | 29

21026 13,733
123,808 20,000

50,000 —

38613 | 32019
235799 78997
453,346 (4.551)

1,007,727 88062
169,824 411
837,903 77615
| 007,727 78,026
— 10036
1 007,727 88,062
Ip Chi Ming
Director




BALANCE SHEET

AS AT 30TH JUNE 2001
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Investment in subsidiaries

Current assets

Other receivables, deposits and prepayments

Cash and bank balances

Current liabilities

Other payables and accrued charges

Dividend payable

Net current assets

Financed by:
Share capital

Reserves

Shareholders' funds

Kwok Ho

Director

Note

25

26

Ip Chi Ming

Director

2001
RMB'000

565,390

153256
189,643

342,899

184
123,808

123,992

218,907

784,297

169,824

614,473

784,297




CONSOLIDATED CASH FLOW STATEMENT

Net cash inflow from operating activities

Returns on investments and servicing of finance
Interest received

Interest paid

Net cash inflow from returns on investments

and servicing of finance

Taxation

Tax paid

Investing activities

Net cash inflow from acquisition
of subsidiaries

Purchase of fixed assets
Sales of fixed assets
Payment of construction-in-progress
Payment of development costs
Payment of long-term prepaid rentals
Refund of long-term prepaid rentals
Payment of long-term deposit
Loan to a third party

Repayment of loan to a third party

Net cash outflow from investing activities

Net cash (outflow)/inflow before financing

Note

28(a)

28(b)

Period from

26th November

1999

to 30th June

2001 2000

(See Note 2)

RMB'000 RMB'000
369,422 46,548
10,997 86
(1,588) —
9,409 86
1,136 9775
(138,643) (2,997)
922 —
(111,160) —
(25,150) (16,300)
(205,843) (2,709)
2,400 —
— (2,150)
— (30,000)
30,000 —
(446,338) (44,381
(67,507) 2,253

FORTHE YEAR ENDED 30TH JUNE 2001
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FORTHEYEAR ENDED 30TH JUNE 2001

! ‘ Period from
“‘ 26th November
3 1999
! to 30th June
2001 2000
(See Note 2)
Note RMB'000 RMB'000
Financing activities 28(c)
Proceeds from issue of new shares 645,331 411
Issuing expenses (63,843) —
New bank loans 65,000 —
Repayment of bank loans (15,000) —
Bank deposits pledged for bank loans 22 (53.070) —
Long-term advance from shareholders 6,157 10,036
Repayment of long-term advance

3;2 from shareholders (5.669) —
£ Net cash inflow from financing activities 578906 10,447
g Increase in cash and cash equivalents 511,399 12,700

2 Cash and cash equivalents at beginning
B of the year/period 12,700 —
Cash and cash equivalents at end of the year/period  28(e) ! 524,099 12,700




CONSOLIDATED STATEMENT OF RECOGNISED GAINS AND LOSSES

FORTHEYEAR ENDED 30TH JUNE 2001

Period from

26th November

1999

to 30th June

2001 2000

(See Note 2)

Note RMB'OCO RMB'000

Total recognised gains - profit for the year/period 440,821 34332
Capital reserve arising from acquisition of subsidiaries  26(a) 15,044 63,283
455,865 97,615
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NOTES TO THE FINAN

0

JAL STATEMENTS

[. GROUP RECONSTRJICTION

The Company was incorporated in the Cayman Islands on 24th August 2000 as an exempted company

with limited liability under the Companies Law (2000 Revision) of the Cayman Islands.

On Ist December 2000, pursuant to a group reconstruction (the “Reconstruction”) in preparation for
the listing of the Company’s shares on the Main Board of The Stock Exchange of Hong Kong Limited
(the "Stock Exchange'), the Company acquired the entire issued share capital of Timor Enterprise
Limited ("“Timor", the Group's former ultimate holding company) through a share swap arrangement
and became the holding company of Timor and its subsidiaries. Details of the Reconstruction have

been set out in the Company's prospectus dated 5th December 2000.

The Company's shares were listed on the Stock Exchange on |5th December 2000.

2. BASIS OF PREPARATION

The financial statements have been prepared under historical cost convention in accordance with

34 accounting principles generally accepted in Hong Kong and comply with Statements of Standard
Accounting Practice ("SSAP") issued by the Hong Kong Society of Accountants.
>
2 Merger accounting is adopted in the preparation of the Group's consolidated financial statements
_g% pursuant to SSAP No.27," Accounting for Group Reconstructions”, under which the financial statements
:% of the Company and the consolidated financial statements of Timor are combined as if the Reconstruction
g has been carried out from 26th November 1999, the date of incorporation of Timor.

The Company was incorporated on 24th August 2000. Accordingly, the comparative figures of the
Group's consolidated financial statements for the period ended 30th June 2000 comprise only the

figures of the consolidated financial statements of Timor:

The consolidated financial statements of Timor were prepared based on acquisition accounting. Under
this basis, Timor's consolidated profit and loss account, cash flow statement and statement of recognised
gains and losses for the period ended 30th June 2000 include the results, cash flows and recognised
gains and losses of Timor and its subsidiaries for the period from 26th November 1999 (the date of
incorporation of Timor) or the dates of acquisition of the subsidiaries to 30th June 2000. In respect of
the consclidated balance sheet of the Group as at 30th june 2000, it comprises the balance sheets of

Timor and its subsidiaries already acquired as at 30th june 2000,

The excess of the share capital (including premium) of Timor over the par value of the Company’s
shares issued for the acquisition of Timor is recognised as contributed surplus under shareholders’

equity in the consolidated balance sheet.

No balance sheet of the Company as at 30th June 2000 is presented in the financial statements as the

Company had not been incorporated on that date.




OTESTO THE FINANCIAL STATEMENTS (coninveq

3. PRINCIPAL ACCOUNTING
POLICIES

(@)

©

S

(®)

Consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries made up to 30th June. The Reconstruction referred to in note | above has been
accounted for by using merger accounting Apart from the Reconstruction, the results of subsidiaries
acquired or disposed of during the year are included in the consolidated profit and loss account
from the effective date of acquisition or up to the effective date of disposal, as appropriate.
Capital reserve arising from consolidation represents the shortfall of the purchase consideration
over the fair values ascribed to the net assets of the acquired subsidiaries at the date of acquisition

and is taken directly to reserves in the year of acquisition.

All significant intercompany transactions and balances within the Group are eliminated on

consolidation.

Subsidiaries

A subsidiary is a company in which the Company, directly or indirectly, controls more than half of

its voting power or issued share capital or controls the composition of its board of directors.

in the Company’s balance sheet, the investments in subsidiaries are stated at cost less provision, if
necessary, for any diminution in value other than temporary in nature. The results of subsidiaries

are accounted for by the Company on the basis of dividends received and receivable.

Revenue recognition

Sales of crops, livestock and ancillary food products are recognised on the transfer of ownership,

which coincides with the time of delivery of the products.

Interest income is recognised on a time proportion basis, taking into account the principal amounts

outstanding and the interest rates applicable.

Finance costs

All finance costs are charged to the profit and loss account in the year in which they are incurred.

Deferred taxation

Deferred taxation is accounted for at the current taxation rate in respect of timing differences
between profit as computed for taxation purposes and profit as stated in the financial statements

to the extent that a liability or an asset is expected to be payable or receivable in the foreseeable

future.
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NOTES TO THE FINANCIAL STATEMENTS (contnues

3. PRINCIPAL ACCOUNTING
POLICIES (Continued)

(f)  Research and development costs
Research costs are charged to the profit and loss account in the year in which they are incurred.

Development costs are expensed as incurred, except where a specific project is undertaken, the
technical feasibility of the product under development has been demonstrated, costs are identifiable
and a market exists for the product such that the development costs are expected to be recoverable
from related future economic benefits. Such development costs are recognised as deferred
development costs in the balance sheet and amortised on a straight-line basis over a period of

not more than 5 years from the date the product is available for sale.

(g) Retirement benefit costs

The Group’s contributions to a defined contribution retirement scheme are expensed as incurred.

34

20

S The Group's contributions to the Hong Kong Mandatory Provident Fund ("MPF") Scheme are
> expensed as incurred.
g; The assets of the schemes are held separately from those of the Group in independently
:; administered funds.

(h) Fixed assets

Fixed assets are stated at cost less accumulated depreciation. Depreciation of fixed assets is
calculated to write off their cost on a straight line basis over their expected useful lives. The

principal annual rates used for this purpose are:-

Leasehold improvements 20% to 50%
Furniture, fixtures and equipment 20%
Motor vehicles 20%
Farmland infrastructure 5% to 67%*
Orchard 5% to 10%
Intermediate life plants 20%
* With the exception of certain immaterial farmland infrastructure itemns which were subject to annual depreciation rote of

67% last year ond had been disposed of during the current year, the remaining items are subject to annual depreciation

rate of 5% to 20%.




NOTESTO THE FINANCIAL STATEMENTS (continueq)

3. PRINCIPALACCOUNTING
POLICIES (Continued) /

(h)

— )

()

Fixed assets (Continued)
Intermediate life plants are perennial plants which have growth cycles more than one year.

Cultivation costs during the development period of the orchard and intermediate life plants are
capitalised until the commencement of commercial production following which the accumulated

costs are depreciated over their estimated useful lives.

Major costs incurred in restoring fixed assets to their normal working condition are charged to
the profit and loss account, Improvements are capitalised and depreciated over their expected

useful lives.

The carrying amounts of fixed assets are reviewed regularly to assess whether their recoverable
amounts have declined below their carrying amounts. Expected future cash flows have not been

discounted in determining the recoverable amount.

The gain or loss on disposal of a fixed asset is the difference between the net sales proceeds and

the carrying amount of the relevant asset and is recognised in the profit and loss account.

Construction-in-progress

Construction-in-progress is stated at cost. Cost comprises all direct and indirect costs of

construction. Construction-in-progress is transferred to fixed assets and depreciation commences

when construction is completed.

Operating leases

Leases of assets under which all the risks and benefits of ownership are effectively retained by the
lessor are classified as operating leases. Operating lease paymenits are charged to operating profit

on a straight-line basis over the period of the respective leases.

Long-term prepaid rentals

Long-term prepaid rentals under operating leases are recognised at cost and amortised on a

straight line basis over the period of the respective leases.
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3.

PRINCIPAL ACCOUNTING

POL

[CIES (Continued)

0

(m)

Inventories

The Group’s inventories, comprising growing crops, livestock, agricultural materials and ancillary

food products, are stated at the lower of cost or estimated net realisable value.

Costs of growing crops, including seeds, fertilisers, pesticides, plant growth regulators, labour and
indirect overheads, are accumulated until the time of harvest. Indirect overheads common to
various products, including rentals of farmland, depreciation of farmland infrastructure, land

preparation, irrigation and indirect fabour, are allocated to products based on production areas.

The costs of the Group's livestock, being goats, are calculated on a weighted average basis and

comprises initial purchase cost and breeding cost.

Costs of agricultural materials and ancillary food products are stated at their purchase costs

calculated on a first-in, first-out basis.

Estimated net realisable value is determined on the basis of anticipated sales proceeds less estimated
selling expenses.

Accounts receivable

Provision is made against accounts receivable to the extent which they are considered to be
doubtful. Accounts receivable in the balance sheet are stated net of such provision.

Translation of foreign currencies

Foreign currency transactions are translated into Renminbi at the rates of exchange prevailing at
the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies
are incorporated into the financial statements by translating foreign currencies into Renminbi at

exchange rates prevailing at the balance sheet date. Exchange differences arising therefrom are

included in the operating results.




NOTES TO THE FINANCIAL STATEMENTS (continues

4. TURNOVER, REVENUES AND
SEGMENT INFORMATION

The Group is principally engaged in the growing and sale of crops, breeding and sale of livestock and

sale of ancillary food products, Revenues recognised during the year/period are as follows:

Period from
26th November
1999
to 30th June 9
2001 2000 z
RMB'000 RMB'000 7
>
Turnover %
Sales of crops 705,721 54,098 E
Sales of livestock 15948 — ﬁ
Sales of ancillary food products 3,877 982 %
725546 55,080 39
Other revenue
Interest income 10,997 86
Total revenues 736,543 55,166
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4. TURNOVER, REVENUES AND
SECMENT INFORMATION
(Continued)
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The results of the major business activities for the year ended 30th June 2001 and period ended 30th

June 2000 are summarised below:

(i)  Year ended 30th June 2001

Sales of
Breeding ancillary
Growing and and sales of food
sales of crops livestock products
2001 2001 200! Total
RMB'000 RMB'000 RMB'C00 RMB'000
Turnover 705,721 15,948 3,877 725,546
Cost of sales (170,538) (6,440) (2.897) (179,875)
Gross profit 535,183 9,508 980 545671
Unallocated items:-
Other revenue 10,997
Selling and distribution expenses (61,325)
General and administrative expenses (46,326)
Other operating expenses (4,985)
Operating profit 444,032
Finance cost (1,588)
Profit before taxation 442,444
Taxation (1,623)

Profit attributable to sharehalders 440,821




NOTES TO THE FINANCIAL STATEMENTS (continues

4. TURNOVER, REVENUES AND
SEGMENT INFORMATION
{Continued) 4

(i}  Period from 26th November 1999 to 30th June 2000

Sales of
ancillary
Growing and food
sales of crops products 2
2000 2000 Total A
RMB'000 RMB'000 RMB'OQ0 g
>
Turnover 54,098 982 55,080 <
Cost of sales (13,178) (835) (14,013) s
Gross profit 40920 147 41,067 2
Unallocated items:-
4]
Other revenue 86
Selling and distribution expenses (3,943)
General and administrative expenses (2.825)
Other cperating expenses (53)
Operating profit 34,332
Finance cost —
Profit before taxation 34,332
Taxation —
Profit attributable to shareholders 34,332

(i) The Group's operations are primarily in the People's Republic of China ("PRC") and the Group’s
direct export sales and gross profit attributable to other geographical areas are both less than 5%

of the Group’s consolidated total for the year ended 30 June 2001 and the period ended 30 June

2000. Consequently, no geographical segment analysis is presented.




NOTESTO THE FINANCIAL STATEMENTS (continveq)

5. OPERATING PROFT

Operating profit is stated after charging the following:

| ‘ Period from
‘ 1 26th November
\ ‘ 1999
to 30th June
2001 2000
RMB'000 RMB'000
Auditors’ remuneration 2,233 —
Depreciation of owned fixed assets
(net of amount capitalised in inventories) 4,325 1,426
Loss on disposal of fixed assets 1,620 —
Operating lease expenses
479 - land and buildings 21,780 1.537
- motor vehicles 388 179
z Staff costs 54916 57274
% Retirement benefit costs 297 —
% Research expenses incurred 21,350 {550
§ Amortisation of deferred development costs 1,007 584
g Amortisation of long-term prepaid rentals
(net of amount capitalised in inventories) 3,507 574

6. FINANCE COST

This represents interest expense on short-term bank loans repayable within one year.




NOTES TO THE FINANCIAL STATEMENTS ccontinues

7. TAXATION

The amount of taxation charged to the consolidated profit and loss account represents:

Period from
26th November
1999

to 30th June
2001 2000
Note RMB'000 RMB'000

PRC income tax (i) [,623 —

(in

(i)

PRC income tax represents tax charges on the estimated assessable profits of the PRC subsidiaries
of the Group. All PRC subsidiaries of the Group are incorporated in the economic development
zone of Fujian Province (“Fujian”) of the PRC. Domestic enterprises of the PRC are subject to a
standard income 1ax rate of 33 per cent. and productive foreign investment enterprises established
in the economic development zone of Fujian, PRC, are subject to a preferential income tax rate of

24 per cent..

Fujian Chaoda Livestock Company Limied ("Chaoda Livestock”), being a domestic enterprise, is

subject to the standard income tax rate of 33 per cent..

Fuzhou Chaoda Modern Agriculture Development Company Limited ("Chaoda Modern
Agricutture’) and Fujian Chaoda Green Agriculture Development Company Limited ("Chaoda
Green Agriculture”) changed from domestic enterprises to foreign investment enterprises on
29th December 1999 and 20th May 2000 respectively. From their respective dates of change of
legal status, Chaoda Modern Agriculture and Chaoda Green Agriculture are entitled to full
exemption from PRC income tax for two years starting from their first profit-making year followed
by a 50 per cent. reduction for the ﬁex‘c consecutive three years in accordance with the relevant

tax rules and regulations applicable to foreign investment enterprises in the PRC,

No provision for Hong Kong profits tax has been made as there are no estimated assessable

profits (2000: Nil) for the subsidiaries operating in Hong Kong during the yean

No deferred tax has been recognised in the financial statements as there has been no material

timing differences for tax purposes.
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8. PROFTATTRIBUTABLETC
SHAREHOLDERS
The profit attributable to shareholders is dealt with in the financial statements of the Company to the
extent of RMB125952,000.
9. DIVIDENDS
! Period from
‘ 26th November
} 1999
: to 30th june
2001 2000
RMB'000 RMB'000
Final, proposed, of HK$0.073 (equivalent to RMB0.07738)
per ordinary share for 2001 123,808 20,000
The dividend of RMB20,000,000 for the period ended 30th June 2000 was paid by Timor to its then
sharehalders prior to the completion of the Reconstruction on |st December 2000.
[0. EARNINGS PER SHARE

Basic earnings per share is calculated based on the profit attributable to shareholders of RMB440,821,000

and on the weighted average number of |,416,986,000 shares in issue during the year

The comparative earnings per share is calculated based on the profit attributable to shareholders of
RMB34,332,000 and an aggregate of 1,200,000,000 shares, comprising 2 shares issued at HK$0.1 each
on 24th August 2000 immediately after incorporation of the Company together with 998 shares issued
upon the Reconstruction and |,199,999.000 shares issued pursuant to the capitalisation issue for the
then shareholders of the Company upon completion of Reconstruction, which were deemed to have

been in issue since the incorporation date of Timor:

There were no potential difutive ordinary shares in existence for the year ended 30th June 2001 and the

period ended 30th June 2000, therefore, no diluted eamings per share was presented.




NOTES TO THE FINANCIAL STATEMENTS (continueq)

1. RETIREMENT BENEFIT COSTS

The Group has joined a retirement scheme organised by the Provincial Government of Fujian far its

PRC employees and is required to contribute 22.2% of the employees' basic salaries to the scheme.

Following the enforcement of the Hong Kong MPF Schemes Ordinance effective |st December 2000,
the Group operates a defined contribution MPF scheme for its Hong Kong employees. The Group
contributes 5% of the employees’ relevant income each month as defined in the MPF Schemes Ordinance,

subject to a maximum of HK$1,000 per person.

As at 30th June 2001, there were no contributions payable to the above retirement schemes.

12. DIRECTORS AND SENIOR
MANAGEMENT'S EMOLUMENTS

(a) Directors’ emoluments

papwI (s3uipjoH) 24N M3y UISPOL BpoRYD

The aggregate amounts of emoluments paid and payable to the directors of the Company during

the year/period are:

Period from
26th November
1999
to 30th June
2001 2000
RMB'000 RMB'G00
Fees — —
Other emoluments
Salaries and other benefits-in-kind
- Executive directors (Note) 2,477 33
- Independent non-executive directors 33 —
Retirement benefit costs
- Executive directors 19 —
- Independent non-executive directors — —
2,529 33

Note: This includes operating lease rental of RMB362,000 (2000: Nil) paid by the Group for a quarter provided to an executive

director.




NOTES TO THE FINANCIAL STATEMENTS (continueq

(2. DIRECTORS AND SENIOR
MANAGEVMENT'S EMOLUMENTS
(Continued)

(a) Directors’ emoluments (Continued)

The emoluments of the above directors fell within the following bands:

| Period from

26th November

‘ | 1999
. to 30th June

2001 2000

RMB000 RMB000

Emoluments

RMB nil to RMB 1,000,000 5 4

46 RMBI,000,001 to RMBI,500,000 | —
b
, e Ne directors of the Company waived any emoluments and no emoluments were paid or payable
E Z by the Group as an inducement to join or upon joining the Group, or as compensation for loss of
é office during the year/period,

(b) Five highest paid individuals

Three (2000: One) of the five highest paid individuals are directors whose emoluments have
been included above. Details of the emoluments paid to the remaining two (2000: four) highest

paid individuals are as follows:

Period from

26th November

1999

to 30th June

2001 | 2000
RMB'000 RMB'0CO

Salaries and other benefits-in-kind 811 11

Retirement benefit costs [l —

822 P

The emoluments of these two (2000: four) highest paid individuals are less than RMB1,000,000.




NOTESTO THE FINANCIAL STATEMENTS (continueq)

[3. FIXED ASSETS - GROUP

Furniture,
Leasehold fixtures and Motor Farmland Intermediate
improvements equipment vehicles infrastructure Orchard fife plants Total
RMB'C00 RM3'000 RMBOOO RMB000 RMB'000 RMB'000 RM3'000
Cost
As at IstJuly 2000 80 627 722 9.540 261 888 12,118
Additions 876 1,475 3596 107,866 23983 847 138,643
Acquisition 89
of subsidiaries 47 68 41 346 — — 502 i
Disposals (127) (14) (58) 8791) (261) (861 {10,112y %
2
As at 30th june 200° 876 2,156 4301 108.961 23983 874 141,151 %
.
Accumulated depreciation :%
As at Ist July 2000 20 142 235 5449 — 103 5949 O\E
Charge for the year S 269 200 4572 56 13 5343 i:
Acquisition
of subsidiaries 3 13 2 120 — — 38 47
Disposals 23) (i0) (50) (5.379) - %) (5471
As at 30th June 2001 I15 414 387 4762 56 225 5,959
Net book value
As at 30th June 200! 761 1,742 3914 104,199 23927 649 135192
As at 30th June 2000 60 485 487 4091 261 785 6.169

Farmland infrastructure includes films, poles, green house facilities, ditches, roads and others.

Intermediate life plants are aloe veras growing as at year end.




NOTES TO THE FINANCIAL STATEMENTS (contnseq

T4 INVESTMENTS IN SUBSIDIARIES

Company
2001
RMB'000

Unlisted shares, at cost 200,665
Amounts due from subsidiaries 364,725

565390

Amounts due from subsidiaries are unsecured, interest free and have no fixed terms for repayment.
The following is a list of the subsidiaries at 30th June 2001:

Particulars of

in Hong Kong

Principal activities issued/registered
A8 Place of and place of and paid up Interest
U
B Company incorporation operation capital held
> .
3 Held directly:
% Timor Enterprise Limited British Virgin Investment holding 60,000 ordinary shares 100%
-
| 2 Islands in Hong Kong of US$ | each
s
S
> Held indirectly:
=4
Fuzhou Chaoda Modern PRC Growing and RMB59,455,900 100%
Agriculture Development sale of crops,
Company Limited breeding and
sale of livestock
in PRC
Fujian Chaoda Green PRC Growing and RMB6,000,000 100%
Agriculture Development sale of crops
Company Limited in PRC
Fujian Chaoda PRC Breeding and RMB2,800,000 100%
Livestock Company sale of livestock
Limited in PRC
Chaoda Vegetable & Hong Kong Distribution and {00,000 ordinary shares 100%
Frufts Limited trading of crops of HK$! each




NOTESTO THE FINANCIAL STATEMENTS (continseay

. CONSTRUCTION-IN-PROGRESS

Brought forward
Additions

Transfer from other receivables, deposits and prepayments

Carried forward

. DEFERRED DEVELOPMENT

COSTS

Cost
Brought forward
Acquisition of subsidiaries

Amounts capitalised during the year/period

Carried forward

Accumulated amortisation
Brought forward
Acquisition of subsidiaries

Amortisation during the year/period

Carried forward

Carrying value

2001 2000
RMB'000 RMB'GO0
L11,160 —
17,000 —
128,160 —
2001 2000
RMB'000 RMB'000
23,450 —
3,100 7,150
25,150 16,300
51,700 23,450
1,250 —

— 666

1,007 584
2,257 1,250
49,443 22,200
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NOTES TO THE FINANCIAL STATEMENTS (continvea

17. LONG-TZRM™ PREPAID RENTALS

- This represents prepayment of long-term rentals of farmland and a research center with lease terms

. ranging from 25 to 70 years under operating leases. The movement of the long-term prepaid rentals

during the year/period is as follows:

2001 | 2000
RMB'000 RMB'000
Cost
Brought forward 42,508 —
Acquisition of subsidiaries 9.870 30,150
Amounts capitalised for the year/period 200416 12,758
Early termination of lease (Note) {9.000) —
Carried forward 244,194 42,908
ZA

‘)Q Accumulated amortisation
N Brought forward 814 —
: Acquisition of subsidiaries 8 240
é"j Amortisation during the year/period 4,258 574
é Early termination of lease (Note) (395) —
) Carried forward 4758 814
Carrying value 239,436 42,094

Note:  During the year ended 30th June 2001, a long-term operating lease on farmland was terminated. Pursuant to the termination

agreement, the relevant unamortised long term prepaid rentals of RMB8,605,000 will be refunded to the Group. As at 30th
June 2001, RMB2,400,000 had been refunded to the Group.




NOTES TO THE FINANCIAL STATEMENTS (continves

18. OTHER LONG-TERM
RECEIVABLES AND DEPOSITS
200! 2000
RMB'000 RMB'000
Deposit for purchase of properties (Note) — 20,000
Other 2,150 2,150
2,150 22,150 o
Note: During the period ended 30th June 2000, the Group paid a deposit to a third party being a property developer in the PRC, =z
o
for the purchase of certain properties. During the current year, the entire interests of this deposit had been assigned to a 3
>
company owned by Mr. Kwok Ho, a major shareholder and director of the Company and the receivable arising from this aé
assignment was settled by setting off against the dividend declared and payable by Timor (at the direction of the shareholders) §
on 29th November 2000 (see note 9). §
g
§
[9. INVENTOCRIES, AT COST Ef
n
2001 2000 51
RMB'000 RMB'0C0
Growing crops 21974 3752
Livestock - goats 5275 —
Agricultural materials (Note) 1,076 [,149
28,325 4,901
Note: Agricultural materials include seeds. fertilisers and pesticides not yet utifised as at year end.
20. ACCOUNTS RECEIVABLE

Credit terms granted to customers are as follows:-
Credit term

Local wholesales and retails sales Cash on delivery

Local sales to institutional customers |5 days to 30 days after delivery
(including hotel and schools)

Sales to export trading companies 15 days to 30 days after delivery

At the year end, the aging of all accounts receivable is within one month,




NOTES TO THE FINANCIAL STATEMENTS (continuea

2], LCANTO ATHIRD PARTY

This represented a loan to the aforementioned property developer as set out in note 18, which was

secured, interest free and had been fully repaid during the year.

22. CASH AND BANK BALANCES

As at year end, RMB56,106,000 (2000: R™MB12,616,000) of the Group's cash and bank balances were
denominated in Renminbi and kept in the mainfand China The conversion of these Renminbi denominated
balances into foreign currencies is subject to the rules and regulations of foreign exchange control

promulgated by the PRC government.

Included in the cash and bank balances is a bank deposit of HK$50,000,000 (equivatent to
RMB53,070,000) which has been pledged as security for the Group’s short-term bank loan amounting
1o RMB50,000,000 {note 24).

23. AMOUNTS DUETO RELATED

52
COMPANIES
z
g The whole balance as at year end (2000: RMB535,000) arose from purchases of agricultural materials,
P
% as detailed in note 30 below, from the companies which are majority owned by Mr. Kwok Ho, a director
= and a controlling shareholder of the Group.

The aging of the amounts due to related companies, which are trading in nature, can be summarised as

follows:-
2001 2000
RMB'000 RMB'000
Within 3 months 2,352 530
Over 3 months but within 9 months — 5
2352 535

The remaining balance of RMB12,710,000 as at 30th June 2000 were non-trading in nature, unsecured,

interest free and had no fixed repayment terms.

24, SHORT TERM BANK
LOANS-SECURED

As at 30th June 2001, the short term bank loan is interest bearing at 5.5575% per annum and will be

fully repayable on 22nd December 2001. It is secured by a bank deposit of HK$50,000,000 (equivalent
to RMB53,070,000) as at year end.




NOTESTO THE FINANCIAL STATEMENTS (continues

25. SHARE CAPITAL
Authorised
Ordinary shares of HK$0.1 each
Note No. of shares HK$'000 RMB'0C0

As at st July 2000 — — —

Upon incorporation of the Company  (a) 3,500,000 350 371
Increase of authorised share capital (b) 4,996,500,000 499,650 527,144
As at 30th June 200 5,000,000,000 500,000 527515

Issued and fully paid
Ordinary shares of HK$0.1 each

pawin {s3uipjopy) 2nynoudy uIBpoL.y epoeyT

“““ Note No. of shares HK$'000 RMB'000
As at Ist July 2000 — — —
Issued upon incorporation of the
Compary (c) 2 — —
- o 53
Acquisition of subsidiaries (d) 998 — —
Capitalisation issue (®) 1,199,999,000 120,000 127,368
Issue of shares upon fisting (f) 400,000,000 40,000 42,456
As at 30th June 2001 1,600,000,000 160,000 169,824

(a)  The Company was incorporated on 24th August 2000 with an authorised share capital of HK$350,000 divided into 3,500,000

shares of HK$0.10 each.

(&) On 23rd November 2000, the authorised share capital of the Company was increased from HK$350,000 to HK$500,000.000

by the creation of an additional 4,996,500,000 new shares.

(¢ Upon its incorporation, the Company allotted and issued 2 shares at par which were credited as fully paid.

(d)  Pursuant to the Reconstruction, the Company issued 998 shares to acquire 100% shareholdings of Timor, the Group's

: former holding company from its then existing shareholders.

(e)  Pursuant to the Company's written resolution on 29th November 2000, a total of HK$ 119,992,900 (equivalent to
RMBI27,368,000) of share premium arising from the public issue as set out in note (f) below was capitalised as share capital

of the Company and 1,199.999.000 new shares were allotted 1o the then existing shareholders of the Company.

(f) The Company issued 400,000,000 ordinary shares of HK$0.10 each at a subscription price of HK31.52 per share upon the
listing of the Company's shares on the Stock Exchange. The Group raised approximately HK$547 million net of related

expenses {equivalent to RMB581.5 million) by way of this placing and public offering.

(g)  The share capital in the consolidated balance sheet as at 30th June 2000 represents the share capital of Timor, the former

holding company of the Group.
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26. RESERVES

(a) Group

(Note (i)) (Note (i)
Statutory Statutory
Share  Capital Common  Welfare Retained
Premium  Reserve  Reserve  Reserve Profits Total

Note  RMB'000 RMBQOC RMB'000 RMB000 RMB000 RMB00O

As at 26th November
1599 — — — — — —

Acquisition of

a subsidiary
by Timor 28(b) — 63283 — — — 63,283
Profit for the year — — e — 34,332 34332
54 Dividends — — — —  (20000) (20,000
Transfer — — — 566 (566) —

1

‘g”; As at 30th June 2000 — 63,283 — 566 13,766 77615
é As at Ist July 2000 — 63283 — 566 13,766 77615

§ Acquisition of

subsidiaries 28(b) — 15,044 — — — 15,044
Contributed surplus

arising from the

Reconstruction — 16,567 — — — 16,567
Issue of shares

upon listing 25(f) 602,875 — — — — 602875
Issuing expenses 25(f) (63,843} — — — —  (63843)
Capitalisation issue  25(e)  (127,368) — — — —  (127368)
Profit for the year — — — — 440821 440821
Dividends 9 — — — —  (123808) (123,808)
Transfer — — 26,881 165  (27,046) —

As at 30th June 2001 411,664 94,894 26,881 731 303733 837903




NOTES TO THE FINANCIAL STATEMENTS (continued

26. RESERVES (Continued)

Note (i)
According to PRC rules and regulations and the Articles of Association of the Group's respective PRC subsidiaries:

—  Domestic enterprises are required to transfer 10% and 5% of its profits after tax to statutary common reserve and
statutory welfare reserve respectively. The transfer to the statutory common reserve is required until it aggregates to

50% of the company’s registered share capital.

— Foreign investment enterprises are only required to transfer |0% of its profits after tax 1o statutory comman

reserve,

The statutory common reserve can be used to make good previous years' losses while the statutory welfare reserve can be

utilised for employees’ welfare facilities.

The above appropriation of reserves includes the appropriations made by the Group's PRC domestic enterprises and

Group's foreign investment enterprises.

poauwi (s3UIpjoH) M ndudy uIBpPCLY EpoRYT)

(b)y Company

Share Retained =

Premium Profits Total 99
Note RMB'000 RMB'000 RMB'000
As at 24th August 2000 — — —
[ssue of shares upon listing 25(f) 602,875 — 602,875
Issuing expenses 25(f) (63,843) — (63.843)
Capitalisation issue 25(e) (127,368) — (127,368)
______ Acquisition of subsidiaries (a) 200,665 — 200,665
Profit for the year — 125,952 125952
Dividends 9 — (123,808) (123,808)
As at 30th June 2001 612,329 2,144 614,473

Note (a): The share premium arising from acquisition of subsidiaries represents the excess of the total net asset values of

the subsidiaries at the dates of acquisition over the par value of the Company's shares issued.




NOTES TO THE FINANCIAL STATEMENTS (continues

27. LONG-TERM ADVANCE
FROM SHAREHOLDERS /

Last year balance represents long-term advance from shareholders, which were unsecured, interest
free and were not required to be repaid within one year During the current year, the balance increased
to RMB2 1,825,000, of which RMB 16,156,000 was capitalised as share capital of Timor and the remaining

balance was repaid by cash.

28. NOTESTO THE CONSCLIDATED
CASH FLOW STATEMENT

(a) Reconciliation of profit before taxation to net cash inflow from operating activities

; Pericd from
! 26th November
1999
56 | to 30th June
i 2001 2000
: RMB00O RMB'000
z
g Profit before taxation 442,444 34,332
g Interest income (10,997) (86)
é Interest expense 1,588 —
Depreciation charges 4,325 1,426
Loss on disposal of fixed assets 1,620 —
Amortisation of deferred development costs 1,007 584
Amortisation of long-term prepaid rentals 3,507 574
Increase in inventories, at cost (18991 (1,352)
Increase in accounts receivable (21,194 (981
(Increase)/decrease in other receivables, deposits
and prepayments (41,568) 1146
Increase in amounts due to related companies 1,821 13,245
Increase/(decrease) in other payables and
accrued charges 5,860 (2,340)
Net cash inflow from operating activities 369,422 46,548




NOTES TO THE FINANCIAL STATEMENTS (contnues

28. NOTESTO THE CONSOLIDATED
CASH FLOW STATEMENT
{Continued)

(b) Acquisition of subsidiaries

Period from
26th November
1999
to 30th June "
“““ 2001 2000 2
RMB'000 RMB'000 3
Net assets acquired 1
Fixed assets 366 4,635 %‘
Deferred development costs 3,100 6,484 %
Long-term prepaid rentals 9,789 29910 g
Long-term receivable — 20,000 g
Inventories 2,663 3513 g
Accounts receivable 488 3226
Other receivables, deposits and prepayments 2,251 23,783 57
Amount due from fellow subsidiary 12715 —
Cash and bank balances 1242 20,153
. Accounts payable and other payables (6,861) (6,024)
Long-term advance from shareholders (5,632) —
Taxation (4971 (32019)
15,150 73,661
Capital reserve arising from acquisition (15,044) (63.283)
106 10,378
Satisfied by
1 Cash 106 10,378
Analysis of the net cash inflow in respect
of the acquisition of subsidiaries:
Cash consideration (106) (10,378)
Cash and bank balances acquired 1,242 20,153
Net cash inflow in respect of the acquisition
of subsidiaries 1,136 9,775

The subsidiaries acquired during the year contributed RMB43,000 (2000: RMB47,310,000) to the
Group's net operating cash flows, received RMB3,053,000 (2000: RMB86,000) in respect of the
net returns on investments and servicing of finance, and utilised RMB1,448,000 (2000:
RMB45,143,000) for investing activities.
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28. NOTESTO THE CONSCLIDATED
CASH FLOW STATEZMENT

(Continued)

(c) Analysis of changes in financing during the year/period

Long-term
Advance Short-term
Share Share Capital from Bank
Capital Premium Reserve Shareholders Loans
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000

As at 26th November 1999 — — — — _

Issue upon incorparation

of Timor 411 — — — —
Long-term advance from
shareholders — — — 10,036 —
58 Capital reserve arising

from acquisition
b of a subsidiary by Timor — — 63,283 — —
§ As at 30th June 2000 411 — 63,283 10,036 —
§ As at |st July 2000 411 — 63,283 10,036 —
- Acquisition of subsidiaries — — [5,044 5632 —

Long-term advance from

shareholders — — — 6,157 —
Repayment of long-term

advance from shareholders  — — — (5,669) —
Capitalisation of

shareholders' loans 16,156 — — (16,156) —
Contribution surplus

arising from the

Reconstruction (16567) — 16,567 — —
Issue of shares upon listing 42456 602,875 - — —
Capitalisation issue 127,368 (127.368) — — —
Issuing expenses — (63,843) — — —
New bank loans — — — — 65,000
Repayment of bank loans — — — — (15,000)

As at 30th June 2001 169,824 411,664 94,894 — 50,000




NOTES TO THE FINANCIAL STATEMENTS (continues

28. NOTESTO THE CONSOLIDATED
CASH FLOVY STATEMENT
(Continued)

(d) Major non-cash transactions

Save as disclosed in note 15, 18,25(e) and 27,the Group had not entered into any other material

non-cash transactions.

. (e) Analysis of the balances of cash and cash equivalents

2001 | 2000
Note RMB'000 RMB'000

Cash and bank balances 577,169 12,700
Bank deposits pledged for bank loans 22 (53,070) —

ponwi (s3uIpjoH) 2unnoLBy UIspoly TPOFYY)

Cash and cash equivalents at

end of the year/period 524,099 12,700

29. COMMITMENTS

(93]
0

(a) Capital commitments

As at 30th June 2001, the Group had the following capital commitments:

2001 2000
RMR'000 RMB'000

Contracted but not provided for
- Research and development expenditures 74,000 12,000
- Purchase of fixed assets 351,859 191450
Total 425,859 203,450




NOTES TO THE FINANCIAL STATEMENTS (continved)

29. COMMITMENTS (Continued)

(b) Operating lease commitments

At 30th June 2001, the Group had future aggregate minimum lease payments under non-cancellable

operating leases as follows:

In the
second to
Within fifth year After the
one year inclusive fifth year Total
RMB'00C RMB'C00 RMB'000 RMB'000
As at 30th june 2001
Land and buildings 25,770 96,880 580,161 702811
Others 376 472 — 848
&0 26,146 97,352 580,161 703,659
. As at 30th June 2000
5 Land and buildings 5653 20,825 (14,129 140,607
X
g Others 376 848 — 1,224
s 6029 21,673 14,125 141,831
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30. RELATED PARTY
TRANSACTIONS
The Group entered into the following material transactions with related parties during the year/period:
2001 2000
RMB'000 RMB'000
Fujian Chaoda Agricultural Produce
Trading Company Limited
- Purchase of organic fertilisers 52,097 10,109
- Purchase of plant growth regulators 1,343 574
Beijing Chaoda Yingjun Bio-tech Company Limited
- Purchase of seeds 270 437
0} The above related parties are companies majority owned by Mr. Kwak Ho,
(ily  The directors are of the opinion that these transactions were conducted on normal commercial terms in the normal course
of business,
30. SUBSEQUENT EVENTS
On 26th July 2001, the Group acquired 49 per cent. shareholding in Newasia Global Limited (“Newasia")
at a total consideration of RMB108,826,000 (comprising of HK$20,000,000 and RMB87,650,000).
Newasia owns and operates a citrus farm in Guangxi Province, PRC.
On 26th July 2001, the Group entered into three lease agreements totalling approximately 20,000 mu
of farmland in Nanjing, PRC for a term of 30 years.
32, ULTIMATE HOLDING COMPANY
The directors regard Kailey Investment Limited, a company incorporated in the British Virgin Islands, as
being the ultimate holding company. -‘
33. APPRCVAL OF FINANCIAL

STATEMENTS

The financial statements were approved by the board of directors on 15th October 2001,
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RESULTS
Year ended 30th June
19982 19992 20000 | 2001
RMB'000 RMB’000 RMB'000 RMB'000
Turnover 23415 76991 154,225 725,546
Operating profit 13,389 48,655 92,342 444032
Finance cost - — — (1,588)
Profit before taxation 13,389 48,655 92,342 442,444
Taxation (4.220) (16,148) (16,622) (1,623)
Profit before minority interests 9,169 32,507 75,720 440,821
Minority interests (1.834) (6,642) (8/406) —
Profit for the year 7,335 25,865 67314 440,821

ASSZTS AND LIABILITIES

62 As at 30th June ‘
5 19982 15992 20002 2001
g RMB'O00 RMB'000 RMB'C00 RMB'000
g
% Total assets 17,707 79,169 186,545 1,243,526
§ Total liabilities excluding minority interests (8,234) (31,389) (93,329) (235,799)
= Minority interests (1.895) (10,557) — —
Balance of shareholders’ funds 7,578 37223 93216 | 1,007,727

Noates:

. . The results, assets and liabilities of the Group for the year ended 30th June 2001 are extracted from the Group's financial statements

set out on pages 28 and 29 of this annual report.

2. The summary of the Group's combined results for the 3 years ended 30th June 2000 and assets and liabilities as at 30th June 1998,
1999 and 2000 above were extracted from the Company's prospectus dated 5th December 2000 (“the Prospectus’™). The
Company was incorporated on 24th August 2000. The Group's combined results for the 3 years ended 30th june 2000 and
combined assets and liabilities as at 30th June 1998, 1999, 2000 have been prepared as if the Company had owned each subsidiary
thraughaout the 3 years ended 30th June 2000, or since their respective dates of incorporation. The Group effectively increased its
interests in Fuzhou Chaoda Modern Agriculture Development Company Limited, Fujian Chaoda Green Agricufture Development
Company Limited and Fujian Chaoda Livestock Company Limited respectively from 80% to 100% in December 1999, 70% to
100% in January 2000 and 60% to 100% in January 2000, Accordingly, the minority interests in these companies, up to the

respective dates of acquisition by the Group, have been recognised in the combined results for the 3 vears ended 30th June 2000

and in the combined balance sheets as at 30th June 1998 and 1999.




SUPPLEMENTARY FINANCIAL INFORMATION

As detailed in note 2 to the financial statements, the Group's financial statements are prepared in accordance
with Hong Kong Statements of Standard Accounting Practice and include the financial statements of the
Company and the consolidated financial statements of Timor Enterprise Limited (“Timor', the Group's former
ultimate holding company). The consolidated financial statements of Timor are prepared on an acquisition
basis which requires Timor to consolidate the accounts of subsidiaries from the date that the subsidiaries are
acquired. Accordingly, the consolidated profit and loss account of Timor for the year ended 30th June 2000
only includes the results of the subsidiaries since their respective dates of acquisition and the consolidated
balance sheet of Timor as at 30th June 2000 did not include assets and liabilities of those subsidiaries which

were acquired after 30th june 2000,

For comparison purpose, the directors consider that it is appropriate to provide additional financial information
to shareholders by presenting the pro forma combined profit and loss account and pro forma combined
balance sheet of the Group, which are prepared as if the subsidiaries acquired during the months from

January 2000 to July 2000 had been subsidiaries of the Group since |st July [999.

The pro forma financial information of the Group does not form part of the statutory financial statements of

the Group.

(@)
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SUPPLEMENTARY FINANCIAL INFORMATION (continues)

(==

PROFIT AND LOSS ACCOUNT

Actual Pro forma

consolidated combined

. Year ended l\ Year ended

i 30th June 30th June

: 2001 ‘1 2000

RMB’000 RMB'000

Turnover 725,546 154,225
Cost of sales (179,875) (42,583)
Gross profit 545,671 11,642
Other revenue 10,997 181
Selling and distribution expenses (61.325) (10952)
General and administrative expenses (46,326) (8.343)
Other operating expenses (4,985) (186)

6%

- Operating profit 444,032 92,342
: Finance cost (1,588) — -
g
% Profit before taxation 442,444 92342
§ Taxation (1,623) (16,622)

Profit after taxation 440,821 75720
Minority interests — (8,406)
Profit attributable to shareholders 440,821 67,314
Dividends (123,808) {20,000)
Profit for the year retained 317013 47314
Earnings per share - basic RMB 0.31 *RMB 0.06

- *  The computation of the pro forma earnings per share for the year ended 30th June 2000 is based on the Group's pro forma
combined profit after taxation and minority interests attributable to shareholders for the same peried of RMB67,314,000 and

1,.200.000,000 ordinary shares (the number of shares of the Company right before the placing and public offer) deemed to be in

issue throughout the year




SUPPLEMENTARY FINANC!AL INFORMATION (continveq

BALANCE SHEET
AS AT 30TH JUNE 2001

Actual Pro forma
consolidated combined
2001 2000
RMB'000 RMB'000
Fixed assets 135,192 6536
Construction-in-progress 128,160 —
Deferred development costs 49,443 25,300 ol
Long-term prepaid rentals 239,436 51,883 5
Other long-term receivables and deposits 2,150 22,150 %
&
Current assets 2
Inventories, at cost 28325 7,565 :
Accounts receivable 25,150 4,459 g’t
Other receivables, deposits and prepayments 58,501 24512 §
Amounts due from related companies — 200 &
Loan to a third party — 30,000
Cash and bank balances | 577069 13940 | 65
689,145 80,676
Current liabilities
Amounts due to related companies 2,352 535
Other payables and accrued charges 21,026 20,174
Dividend payable 123,808 20,000
Short term bank loan - secured 50,000 —
Taxation 38613 36,990
235,799 77,699
Net current assets/(liabilities) 453.346 2,977
Total assets less current liabilities 1,007,727 108,846
Financed by:
Share capital 169,824 516
Reserves 837903 92,700
Shareholders’ funds 1,007,727 93216
Long-term advances from shareholders — 15,630
1,007,727 108,846
Lo
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NOTICE IS HEREBY GIVEN that the first Annual General Meeting of Chaoda Modern Agriculture (Holdings)
Limited (the "Company”) will be held at Salon | & I, Grand Hyatt Hong Kong, | Harbour Road, Hong Kong

on Tuesday, | {th December 2001 at 10:00 a.m. for the following purposes:

I, To receive and consider the Audited Consolidated Financial Statements, Directors' Report and Auditors’

Report for the year ended 30th June 2001,
2. To approve the final dividend for the year ended 30th June 2001,

3. To re-elect the retiring Directors and to authorise the Board of Directors to fix the remuneration of

the Directors.
4. To re-appoint Auditors and to authorise the Board of Directors to fix their remuneration,

As special business, to consider and, if thought fit, pass with or without amendments the following resolutions

as Ordinary Resolutions:

66
SA. "THAT:
z
% (a) subject to paragraph (c) below, the exercise by the Directors of the Company during the Relevant
2 Period of all the powers of the Company to repurchase shares of HK$0.10 each in the capital of
§ the Company subject to and in accordance with all applicable laws and the Rules Governing the

Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Listing Rules”) as amended

from time to time, be and is hereby generally and unconditionally approved;

{b) the approval in paragraph (a) shall be in addition to any other authorisation given to the Directors
of the Company and shall authorise the Directors of the Company during the Relevant Period to

procure the Company to repurchase its shares at a price determined by the Directors of the

Company;




NOTICE OF ANNUAL GENERAL MEETING (contnues

(©

(@

the aggregate nominal amount of the shares which may be repurchased by the Company pursuant
to the approval in paragraph (a) above shall not exceed 10 per cent. of the aggregate nominal
amount of the share capital of the Company in issue as at the date of passing this resolution, and

the said approval shall be limited accordingly;
for the purposes of this resolution:

“Relevant Period” means the period from the date of passing of this resolution until whichever is

the earliest of:
(i) the conclusion of the next annual general meeting of the Company;

(i} the expiration of the pericd within which the next annual general meeting of the Company

is required by any applicable laws or its Articles of Association to be held; or

(i) the date upon which the authority set out in this resolution is revoked or varied by way of
ordinary resolution of the shareholders (the “Shareholders”) of the Company in general

meeting.

5B. “THAT:

@

subject to paragraph (c) below, the exercise by the Directors of the Company during the Relevant
Period of all the powers of the Company to allot, issue and deal with additional shares of HK$0.10
each in the capital of the Company and to make or grant offers, agreements, options and rights of
exchange or conversion which might require the exercise of such powers, subject to and in

accordance with all applicable laws, be and is hereby generally and unconditionally approved;

the approval in paragraph (a) above shall be in addition to any other authorisation given to the
Directors of the Company and shall authorise the Directors of the Company during the Relevant

Period to make or grant offers, agreements, options and rights of exchange or conversion which

might require the exercise of such powers after the end of the Relevant Period;
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N@T:CE ©F ANU\JUAL GENERAL %EETJNG (Continued)

(c) the aggregate nominal amount of share capita! allotted or agreed conditionally or unconditionally
to be allotted (whether pursuant to an option or otherwise) by the Directors of the Company
pursuant to the approval granted in paragraph (a) above, otherwise than pursuant to (i) a Rights
Issue; or (i) the exercise of any option under the share option scheme of the Company adopted
for the grant or issue to the employees of the Company and/or any of its subsidiaries and/or
associated companies of options to subscribe for or rights to acquire shares; or (iii) any scrip
dividend or similar arrangement providing for the allotment of shares in lieu of the whole or part
of a dividend on shares of the Company in accordance with its Articles of Association, shall not

. exceed 20 per cent. of the aggregate nominal amount of the issued share capital of the Company

= as at the date of passing this resolution, and the said approval shall be limited accordingly; and
(d) forthe purposes of this resolution:

“Relevant Period” shall have the same meaning as ascribed to it under the resolution set out in

68 resolution 5A(d) of the notice convening this Meeting; and

ﬁ

“Rights Issue” means an offer of shares open for a period fixed by the Directors of the Company
to holders of shares on the register of members on a fixed record date in proportion to their
then holdings of such shares (subject to such exclusions or other arrangements as the Directors

of the Company may deem necessary or expedient in relation to fractional entitlements or

1002/0007 14083y [Enuuy

having regard to any restrictions or obligations under the laws of any relevant jurisdiction, or the
requirements of any recognised regulatory body or stock exchange, in any territory outside the

Hong Kong Special Administrative Region of the People’s Republic of China (“‘Hong Kong™)."

5C. "THAT:

conditional upon the passing of the resolutions 5A and 5B as set out in the notice convening this
Meeting, the general mandate granted to the Directors of the Company to exercise the powers of the

Company to allot, issue and otherwise deal with shares of the Company pursuant to the resolution 5B

of the notice convening this Meeting be and is hereby extended by the addition to the aggregate




NOTICE OF ANNUAL GENERAL MEETING (continvea

nominal amount of the share capital of the Company which may be allotted by the Directors of the
Company pursuant to such general mandate an amount representing the aggregate nominal amount of
the share capital of the Company repurchased by the Company under the authority granted pursuant
to the resolution 5A as set out in the notice convening this Meeting, provided that such amount shall
not exceed |0 per cent. of the aggregate nominal amount of the issued share capital of the Company

as at the date of passing this resolution.”

To transact any other business.

By Order of the Board
Li Chi Fai

Company Secretary

Hong Kong, 29th October 2001

Notes:

The Register of Members of the Company will be closed from 5th December 2001 (Wednesday) to | Ith December 2001
(Tuesday), both days inclusive, during which period no transfer of shares in the Company can be registered. In order 1o qualify for
the final dividend, all completed transfer forms together with the relevant share certificates must be lodged with the Company’s
Hang Kong share registrar, Abacus Share Registrars Limited at 5th Floor Wing On Centre, | 11 Connaught Road, Central, Hong

Kong not later than 4:00 p.m. on 4th December 2001 (Tuesday).

Any shareholder entitled to attend and vote at the Meeting is entitled to appoint one or mere separate proxies to attend and. on

a poll, to vote instead of him. A proxy need not be a Shareholder.

To be valid, a form of proxy {which is enclosed herewith) in the prescribed form together with the power of attorney or other
authority (if any) under which it is signed (or a notarially certified copy thereof) must be deposited at the Company’s principal

office in Hong Kong at Room 2705, 27th Floor China Resources Building, 26 Harbour Road, Wanchai, Hong Kong not less than 48

hours before the time fixed for halding the Meeting or any adjourned Meeting.
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NOT.CE OF ANNUAL GENERAL MEETING (continueq)

4, With respect to the resolution 5A as set out in the notice, approval is being sought from Shareholders for a general mandate to

repurchase shares of the Company in compliance with the Listing Rules,

5. With respect to the resolutions 5B and 5C as set out in the notice, approval is being sought from Shareholders for general

mandates to be given to the Directors to allot, issue and deal with shares of the Company in accordance with the Listing Rules,

6. An explanatory statement containing the information with respect to the resolution 5A in this natice as set out in appendix of the

circular will be sent to the Shareholders.
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